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Building on its proven growth track record 

Robust FY21 performance forecast, despite pandemic 

SDI Group is an AIM-quoted group specialising in the acquisition and 
development of a portfolio of companies that design and manufacture 
products for use in digital imaging and sensing and control applications in 
science, technology and medical markets. Corporate expansion is pursued, 
through organic growth and the acquisition of high-quality businesses with 
established reputations in global markets. The coronavirus pandemic has 
weighed on most group businesses, but one-off COVID-19 related contracts 
have significantly boosted sales of two product lines and growth has been 
enhanced by the recently announced acquisition of Monmouth Scientific, 
leading us to forecast 33% revenue growth and improved profitability in the 
current financial year, with cash generation also expected to remain strong. 

▪ Focus on accretive acquisitions – SDI Group management seeks to drive 
growth by acquiring businesses with complementary technologies, 
primarily focused within the UK, that have sustainable profits and cash 
flows, aiming to obtain immediate, continuing earnings enhancements. 

▪ Strong track record – SDI Group has a proven track record of delivering 
significant inorganic earnings growth from the 11 businesses acquired 
over the last seven years across the group’s two business segments, in 
addition to positive organic growth. 

▪ Growing opportunities – In the current financial climate, management 
believes greater opportunities may exist to purchase companies requiring 
a rapid sale, and the acquisition of Monmouth Scientific in December 2020 
signalled that SDI Group remains firmly on the acquisition trail. 

▪ Strong growth in FY20 and robust outlook for FY21 – Group revenues 
increased by 41% to £24.5m in FY20, boosted by acquisitions made in FY19 
and FY20. After a strong performance in H1 21, we forecast robust growth 
in FY21, with revenues expected to increase by 33% to £32.6m. 

In our view, SDI Group has delivered an impressive performance so far in 
FY21, benefiting from the diversity of its products and end-markets, while 
strong cash generation has enabled acquisition activity to recommence, 
despite pandemic-related disruption during 2020. We believe SDI Group has 
demonstrated its capability to deliver ongoing robust growth and is now 
well-positioned to extend its growth track record of the last seven years. 
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FYE APR (£M) 2019 2020 2021E 2022E 2023E 

Revenue 17.4 24.5 32.6 35.3 37.7 

Adj EBITDA 4.0 6.0 7.7 7.8 8.5 

Fully Adj PBT 3.0 4.3 5.8 5.9 6.8 

Fully Adj EPS (p) 2.8 3.4 4.8 4.8 5.4 

EV/Sales (x) 7.1x 5.0x 3.8x 3.5x 3.3x 

EV/EBITDA (x) 30.9x 20.4x 15.9x 15.7x 14.4x 

PER (x) 44.1x 36.4x 26.3x 26.0x 23.0x 

Source: Company Information and Progressive Equity Research estimates 
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Executive summary 

In our view, SDI Group has delivered an impressive performance so far in FY21, with its 
interim results showing little evidence of the challenges presented by the COVID-19 
pandemic that has disrupted the end-markets for many of the group’s product lines. 
Following the acquisition of Monmouth Scientific in December 2020, the outlook for FY21 
is very robust; we forecast 33% revenue growth forecast along with an improvement in 
group operating margin, driving a 39% increase in adjusted earnings per share. This 
performance would take SDI Group’s adjusted EPS five-year CAGR to 24.2%, reflecting the 
group’s capability to deliver consistent growth through its buy and build strategy. 

Monmouth acquisition confirms balance sheet strength 

The Monmouth Scientific acquisition also serves as confirmation that SDI Group has 
weathered the disruption of the coronavirus pandemic well, maintaining a strong balance 
sheet, which enabled the acquisition to be made without requiring any increase to its bank 
facility or issue of equity (although a small share issue was made as part of the deal 
incentive structure). Given the cash generative nature of the group’s businesses, we 
believe SDI Group has capacity to make at least one similar size acquisition each year, based 
on our forecasts of annual free cash generation in excess of £5.0m from FY22. 

Resilient recent performance reinforces growth track record 

FY20 group revenues increased by 41% to £24.5m, reflecting 3.7% organic growth; full-year 
contributions of FY19 acquisitions Fistreem International, Thermal Exchange, Graticules 
Optics and MPB Industries; and a £2.0m contribution from Chell Instruments, acquired 
during the year. Adjusted diluted EPS increased by 21.2% to 3.43p. SDI Group’s diversified 
product portfolio has provided resilience in recent challenging market conditions, with 
exposure to medical-related markets offsetting the hit to industrial and other markets, 
enabling a strong pace of growth to continue in H1 21, with revenues up 23% y-o-y to 
£14.1m, including 7.7% organic growth, helped by COVID-19 related one-off contracts at 
Atik and MPB. Chell Instruments contributed £1.8m to revenue growth, and overall 
profitability improved in the half-year, with adjusted diluted EPS increasing 45% to 2.47p. 

Robust growth forecast to continue 

For FY21, we forecast a 33% increase in revenues to £32.6m, reflecting an expected £6.0m 
contribution from one-off COVID-19 related contracts for two product lines, offsetting 
weakness across other businesses resulting from pandemic-related disruption, and 
benefiting from the acquisitions of Chell Instruments in November 2019 and Monmouth 
Scientific in December 2020. Excluding further acquisitions, we forecast 8% revenue growth 
in FY22 and 7% in FY23, with the rolling adjusted EPS five-year CAGR holding close to 20%. 

Valuation at a discount to closest peer 

Based on our forecasts, SDI Group is trading on EV/EBITDA multiples of 15.7x for FY22, and 
14.4x for FY23, and P/E multiples of 26.0x for FY22 and 23.0x for FY23. These valuation 
multiples should be considered in the context of our forecast for SDI Group’s adjusted EPS 
five-year CAGR standing at 24.2% at the end of FY21, and the potential for future growth 
to be boosted by further acquisitions that could be funded from internal cash flows. Based 
on consensus estimates as at 8 January 2021, SDI Group is trading at a substantial discount 
to its closest peer Judges Scientific, which is trading on EV/EBITDA multiples of 28.7x for 
2020 and 24.3x for 2021 and P/E multiples of 41.2x for 2020 and 34.0x for 2021.  
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Group overview 

Formerly named Scientific Digital Imaging, SDl Group is an AIM-quoted company 
specialising in the design and manufacture of niche technology products for use within 
digital imaging and sensing and control applications across life sciences, healthcare, 
astronomy, precision optics, measurement instrumentation, clean room and art 
conservation markets. Corporate expansion is achieved via organic growth and through the 
acquisition of complementary businesses with established reputations in global markets. 
SDI Group has a reputation as a supportive buyer that trusts subsidiary management teams 
to run day-to-day operations, while providing financial controls, centralised banking and 
insurance, and access to specialist resources within the group. 

Key features of the business 

▪ Buy and build model within science and technology sectors 

▪ Spread of niche technologies in diverse global markets 

▪ Eleven acquisitions completed in the last seven years 

▪ Reputation of allowing subsidiary companies to operate autonomously 

▪ Track record of acquiring sustainable businesses 

▪ Management focus on shareholder value – cash generation, profitability, reducing debt 

▪ Group companies capable of adapting quickly to changing market conditions 

Buy and build strategy – careful selection, UK focus 

SDI Group’s strategy can be described as buy and build, with management adding carefully 
selected acquisitions, ideally funded by cash and a debt facility. The group’s policy is to 
acquire niche technology companies within the digital imaging and sensing and control 
sectors. The group takes a decentralised approach, with seasoned local management given 
broad discretion to run group businesses, but within defined limits. SDI Group typically 
acquires businesses generating up to £1m EBIT, for a total purchase price around 4-6 times 
EBIT plus net assets, including earnout payments. 

SDI Group’s management seeks to acquire businesses with complementary technologies 
that have sustainable profits and cash flows, aiming to obtain immediate, continuing 
earnings enhancements. The acquisition strategy has primarily been focused within the UK, 
seen as a centre of excellence for product innovation and manufacturing with world-
leading businesses in many niches of imaging and sensing and control markets. However, 
overseas acquisitions are also considered, particularly if these would facilitate geographic 
expansion of existing group businesses. 

Diverse end-markets – scientific and medical industry focus 

SDI Group designs and manufactures analytical technology products for use in applications 
across the following sectors: 

▪ Life Sciences 

▪ Healthcare 

▪ Precision Optics 

▪ Consumer Manufacturing 

▪ Astronomy & Art Conservation 

▪ Thermal Control 

▪ Scientific & Industrial Analysis 
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SDI Group history 

SDI Group was founded in September 2008 as Scientific Digital Imaging and its shares have 
been quoted on the AIM market of the London Stock Exchange since December 2008. At 
the outset, the group was focused on the application of digital imaging technology for the 
scientific community, and its principal subsidiaries were Synoptics and Artemis (later 
renamed Atik Cameras). Synoptics designed and manufactured image processing systems 
for life science applications, while Artemis (and its sister company Perseu) focused on 
specialist cameras for astronomical and life sciences applications (both areas requiring 
extreme sensitivity under low light conditions). 

The board’s intention was always to pursue a focused buy-and-build strategy, aimed at the 
scientific digital imaging sector, but the group initially lacked both financial resources and 
experience in building a pipeline of prospective acquisition target companies. 

During 2010, following a period of weaker trading performance, reflecting the effects of 
reduced government spending and consequent reductions in grants and research budgets, 
and with market conditions remaining uncertain, Mike Creedon was appointed to the 
board as Chief Financial Officer; taking on the role of Chief Executive Officer in 2012, when 
Ken Ford stepped up to take over as chairman after two years’ service as a non-executive 
director. Creedon brought to the group considerable experience of working within quoted 
companies and technology businesses, and of fundraisings, mergers and acquisitions. 
During 2012 and 2013, Creedon undertook the re-organisation and refocusing of the group, 
including greater investment in research and development, which led to product margins 
improving and stronger cash generation. This positioned the company for ongoing 
profitable growth and, in 2014, SDI Group’s external growth strategy was initiated with the 
acquisition of Opus Instruments. 

Acquisition track record – 11 completed in the last 7 years 

The FY16 and FY17 acquisitions of Sentek and Astles Control Systems were fundamental in 
establishing SDI Group's buy and build model, and acquisitions have comprised a significant 
part of the group’s growth strategy in recent years, with 11 acquisitions completed in the 
last seven years, as shown in the table below. 

SDI Group’s acquisition track record 

Financial 
year 

Month Year Company Segment 
Fair value net 
consideration 

EBIT 
multiple 

FY14 February 2014 Opus Instruments Digital Imaging £1.0m N/A 

FY16 October 2015 Sentek Sensors and Control £2.3m 4.6x 

FY17 January 2017 Astles Control Systems Sensors and Control £4.8m 4.1x 

FY18 August 2017 Applied Thermal Control Sensors and Control £1.1m 5.1x 

 February 2018 Quantum Scientific Imaging Digital Imaging US$0.3m N/A 

FY19 September 2018 Fistreem Digital Imaging £0.7m 3.4x 

 February 2019 Thermal Exchange Sensors and Control £0.9m 4.5x 

 February 2019 Graticules Optics Digital Imaging £3.4m 5.2x 

 April 2019 MPB Industries Sensors and Control £1.5m 4.9x 

FY20 November 2019 Chell Instruments Sensors and Control £5.2m 6.6x 

FY21 December 2020 Monmouth Scientific Sensors and Control £5.8m* 5.8x** 
 

Source: Company data, Progressive Equity Research. Note: *Based on £2.1m estimated earnout. 
**Based on £1.0m estimated LTM EBIT. January 2019 £49k acquisition of Ionscope not included in 
table – product line was ceded to a former employee in FY20. 



 

15 January 2021 

 

 
5  SDI Group 

In November 2019, SDI Group acquired Chell Instruments, a high-quality instrumentation 
company, reflected by its roster of customers within aerospace and vehicle aerodynamics 
(including Formula One). SDI Group was, unusually, competing against several other parties 
interested in acquiring Chell. The successful outcome of its bid supports management’s 
belief that the group is seen as an attractive buyer by vendors due to its clear strategy and 
appropriate cultural fit. Chell has become part of SDI Group’s Sensors and Control segment. 

In early December 2020, SDI Group announced the acquisition of Monmouth Scientific for 
an estimated total consideration of £5.8m (including £2.1m earnout, payable in April or 
May 2021), net of £0.6m cash acquired. Monmouth is a UK manufacturer of biological 
safety cabinets, fume cupboards, laminar flow cabinets and cleanrooms, specialising in 
providing controlled clean air environments for scientific, medical and other technical 
applications. Monmouth has become part of SDI Group’s Sensors and Control segment. 

The acquisition of Monmouth Scientific represented SDI Group’s eleventh acquisition in 
seven years, which highlights that its buy and build strategy is now well established. The 
acquisition also served to confirm that SDI Group had successfully weathered the 
challenges presented by the COVID-19 pandemic while maintaining a strong balance sheet, 
enabling it to resume acquisition activity and thus boosting its growth prospects. 

Acquisition funding 

From FY14 to FY17, SDI Group completed three acquisitions, each incrementally larger, and 
funded these largely through issuing equity. However, growth in free cash generation has 
enabled SDI Group to self-fund the majority of its acquisition spend from FY18 to date, with 
£2.4m raised in February 2019 to part-fund the £6.8m cost of the group’s five acquisitions 
in FY19. The acquisitions of Chell Instruments in FY20 and Monmouth Scientific in FY21 
were both predominantly funded from internal cash flows and debt, with only a small 
equity issue as part of the incentive structure of the Monmouth deal. 

Acquisition funding has shifted to predominantly internal cash flow and debt 

 

Source: Company data, Progressive Equity Research. 

Management prefers to acquire using internal funding, subject to comfortable leverage, 
but it will consider raising equity if good acquisitions are available beyond this limit. We 
forecast SDI Group generating over £5.0m of free cash flow per year in FY22 and FY23, 
providing significant capacity to fund future acquisitions from internal cash flows. Stronger 
cash flows should also increase SDI Group’s borrowing capacity, which would further 
increase available funding for acquisitions, without the group needing to issue any equity. 
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Group structure – 2 segments, 9 businesses, 15 brands 

The group currently comprises nine business lines across two segments: Digital Imaging, 
and Sensors and Control. Each group company is 100% owned. The businesses are spread 
across the UK, in the following locations: Norwich; Tonbridge, Kent; Cambridge; Barrow 
upon Soar, Leicestershire; Princes Risborough, Buckinghamshire; North Walsham, Norfolk; 
Bridgwater, Somerset; East Peckham, Kent; Braintree, Essex; Auchtermuchty, Scotland; 
with a manufacturing facility in Lisbon, Portugal, and a sales and service/support office in 
Maryland, USA. 

Group structure 

 

Source: Company 

The Digital Imaging segment incorporates the Synoptics brands: Syngene, Synbiosis, 
Synoptics Health and Fistreem; the Atik brands: Atik Cameras, Opus and Quantum Scientific 
Imaging; and the Graticules Optics business. Among a range of end-markets, these 
businesses give the group exposure to the molecular diagnostics market (including PCR 
testing), which is expected to grow at a 9% CAGR from 2020 to 2026, according to research 
published by Global Market Insights in February 2020. 

The Sensors & Control segment comprises Sentek, Astles Control Systems, Applied Thermal 
Control, Thermal Exchange, MPB Industries, Chell Instruments and Monmouth Scientific. 
All these businesses provide products that enable accurate control of scientific and 
industrial equipment. These businesses produce a broad spectrum of instruments and 
components for industrial, medical and scientific markets that benefit from long-term 
market drivers such as the global expansion of automation and in process measurements, 
as well as medical and pharmaceutical research.  
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Growth strategy – Buy and build approach 

SDI Group management believes that it is possible for the group to achieve high single-digit 
organic growth and acquisition growth of around 20% per annum. While they target these 
levels of growth, maintaining the quality of the business and growth prospects for the 
longer-term remains a higher priority than short-term growth. 

Organic growth drivers 

Organic revenue and profit growth within group businesses depends on both technology 
advancement and seeking new customers, often by expanding geographical reach, and the 
Board sees geographical expansion as a key driver of organic growth for the future. Given 
the group's predominantly niche markets, organic sales growth is not linear. However, in 
the past 3 years, on average, group revenues have grown organically by 5.5%, and organic 
revenue growth in H1 2021 was 7.7%. 

Acquisition growth opportunities 

Within digital imaging and sensors and control markets, the Board sees many opportunities 
for the group to grow through consolidating businesses that have not achieved critical 
mass. This strategy is primarily focused within the UK, but overseas acquisitions are also 
considered, particularly if these facilitate geographic expansion of existing group 
businesses. An important element of the strategy is that the group is known to be a good 
acquirer, able to help sellers to achieve a sale quickly and easily, without surprises. 

SDI Group management intends to continue to buy stand-alone businesses as well as 
smaller entities and bolt-on technology acquisitions. Target companies are typically market 
leaders in their niche technology, serving structurally growing end-markets.  Ideally, the 
opportunity will also exist to develop international export markets as an additional driver 
of organic growth, which is also a key element of the growth strategy. Significant time and 
energy is spent reviewing acquisition opportunities, with referrals primarily generated by 
a commission agent, but also company advisors and increasingly other third-party advisors, 
as well as through the group’s own subsidiary businesses and management. 

Debt funding favoured 

Acquisitions are typically funded using the group’s cash resources and debt. SDI Group’s 
current £5.0m revolving debt facility, which was used to fund the acquisition of Monmouth 
Scientific, represents the current primary source of funds, while the £4.8m amortising term 
loan taken out in November 2019 in conjunction with the Chell acquisition is being paid 
down. Both these loan facilities mature in April 2023. 

Management is also prepared to issue equity to fund acquisitions, evidenced by the £2.4m 
share issue in February 2019 in conjunction with the £3.4m acquisition of Graticules Optics, 
one of four acquisitions completed within eight months in FY19 at a total net cost of £6.5m. 
However, increases in cash generation in recent years mean the group is no longer reliant 
on issuing equity to fund acquisitions, as was the case up until the previous share issue in 
January 2017, which raised £3.2m to fund the £4.7m cash payment (including the £1.4m 
earnout paid in August 2017) for the acquisition of Astles Control Systems. 

By lowering the cost of capital of businesses that are acquired and by facilitating their 
profitable growth, SDI Group’s business model has demonstrated that it can provide good 
returns to shareholders and can be scaled into the future. 
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Decentralised management structure 

SDI Group maintains a decentralised structure, with group businesses run by seasoned local 
management who have broad discretion within defined limits. The aim is for businesses to 
grow profitably and SDI Group aims to provide the necessary resources to support this 
growth. Acquired businesses often find that they are able to grow faster within the SDI 
Group than they were prepared to do under private ownership, and management teams 
are able to learn from and share experience with other companies in the group. 

SDI Group has typically retained existing management, including selling founders, within 
the business, and this has provided continuity as well as deep knowledge of the growth 
opportunities to be invested in post-acquisition. Within each business segment, there are 
significant commonalities of applications, industries served, and technologies employed. 
This provides additional opportunity for knowledge sharing, which is encouraged. 

Features of SDI Group’s Acquisition Process 

Factors attracting business vendors / management teams to SDI Group 

▪ Business will retain its independence, brands and culture 

▪ Focus on growth, not cost cutting 

▪ Strong financial backing and access to specialist resources within the group 

▪ Knowledge sharing within the group 

▪ SDI Group’s reputation of being honourable and not changing deal terms 

SDI Group’s main acquisition criteria 

▪ Scientific / technical instruments / manufacturing sector 

▪ Strong exporters within their niche sector 

▪ Sustainably profitable and cash generative 

▪ Strong earnings track record 

▪ Experienced and capable local management team 

▪ Available at a fair price – recent acquisitions priced at 4-6 times EBIT plus net assets 

SDI Group’s post-acquisition approach 

▪ Strong financial controls implemented 

▪ Business is run autonomously 

▪ Medium- to long-term strategic targets 

▪ Focused on shareholder value – cash generation, profitability, debt reduction 

▪ Environment created for business to grow 

▪ Willingness to develop business through investment if required 
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Market dynamics 

SDI Group serves diverse niche global markets across a range of sectors: Life Sciences, 
Healthcare, Precision Optics, Consumer Manufacturing, Astronomy & Art Conservation, 
Thermal Control and Scientific & Industrial Analysis. Group companies are market leaders 
in their particular niche technology and one of the primary drivers of organic growth that 
SDI Group seeks to exploit is the opportunity to develop international export markets. 

SDI Group has a globally diversified customer base, with the UK, its home market, 
accounting for less than half of group revenues. The increase in the proportion of UK 
revenues from 12% in FY15 to 42% in FY20 largely reflects the UK customer focus of the 
acquisitions made over the last seven years. However, part of SDI Group’s growth strategy 
is to develop export markets for group companies, so revenues are likely to remain well 
diversified in geographic terms. In addition to the group’s product diversification, this 
geographic diversification should act to smooth out any volatility in individual end-markets. 

SDI Group has globally diversified end-markets 

FY20 revenue by customer destination FY15 revenue by customer destination 

  

Source: Company data, Progressive Equity Research. 

Robust end-market demand 

Medium-term demand for digital imaging and sensors and control technologies is being 
driven primarily by increased worldwide investment in higher education and research, and 
a growing trend towards automation and in-process measurement. These are areas across 
which SDI Group companies successfully operate, and they are well known in their niches. 
Although these markets can be subject to short-term variability, influenced by government 
spending and currency fluctuations, as the group’s geographic and technology markets are 
spread globally, SDI management believes it is well-positioned to remain competitive. 

Pandemic-related volatility has affected many end-markets in the current financial year. 
However, the need for digital imaging and sensing and control products, particularly in the 
life science and medical industries, remains robust and there has been strong demand for 
several group products for use in the fight against the COVID-19 pandemic. 

Long-term market drivers such as the global expansion of automation and in-process 
measurements, as well as medical and pharmaceutical research, should sustain increasing 
demand for SDI Group’s subsidiaries’ technologies and services, especially by original 
equipment manufacturers (OEMs) with which they have long-term supply contracts. 
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Global scientific instruments market growth trends 

Data Bridge Market Research published in August 2020 assesses that the global scientific 
instruments market will grow at a CAGR of 3.8% from 2020 to 2027 to around US$36.2bn. 
Growth in the research and development sector is expected to drive this market growth, 
driven by increasing collaborations between government and manufacturers; rising 
research projects and studies; growing numbers of testing and research facilities, mainly in 
the field of biotechnology and pharmaceutical; and increasing demand from the food and 
beverage and automotive industries. 

The latest available data from the OECD’s Main Science and Technology Indicators (MSTI) 
database, also published in August 2020, shows that R&D intensity (R&D expenditure as a 
percentage of GDP) in the OECD area rose from 2.34% in 2017 to 2.38% in 2018, following 
a similar rise from 2016 to 2017. The 2018 increase was driven by 3.9% real growth in R&D 
expenditure compared with 2.3% GDP growth. Growth in R&D intensity was widespread 
across the majority of OECD countries, with R&D intensity in the EU28 area surpassing 2.0% 
for the first time, due in large part to increases in Germany, the UK and Poland. 

OECD domestic Research & Development expenditure 2007-2018 (constant US$ PPP) 

 

Source: OECD data, Progressive Equity Research. 

Real R&D expenditure growth in the OECD in 2018 was driven by a 4.2% increase in the 
Business Enterprise sector, which accounts for 71% of all OECD R&D expenditure. Higher 
Education sector R&D spend grew by 2.6%, while Government R&D expenditures rose by 
4.4% – the highest rate since 2001. Government R&D spend has considerably lagged 
Business and Higher Education sectors, standing only 13% higher than in 2007 and 
accounting for less than 10% of total OECD R&D expenditure. By contrast, Higher Education 
and Business Enterprise R&D have increased by 27% and 34%, respectively, since 2007. 

In 2018, the United States, Japan, Germany, Korea and France were the largest contributors 
to R&D expenditure in the OECD, while China had the world's second-largest R&D spend at 
80% of the United States level (up from 26% in 2005). 
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Digital Imaging – Businesses and product lines 

Atik Cameras 

Based in Norwich, Atik Cameras is the headquarters for the brands: Atik, Quantum 
Scientific Imaging and Opus Instruments. The cameras are all designed and developed in 
Norwich and manufactured in Atik’s dedicated factory in Lisbon, Portugal. 

▪ Atik Cameras – designs and manufactures highly sensitive cameras for life science and 
industrial applications, as well as deep-sky astronomy imaging. 

Atik Cameras has provided cameras for qPCR instruments testing for COVID-19 

  

Source: Company 

▪ Quantum Scientific Imaging (QSI) – designs and manufactures a range of high-
performance cameras with applications in astronomy, life sciences and flat panel 
inspection. 

QSI’s cameras have applications in astronomy and life sciences/technology 

 

Source: Company 
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▪ Opus Instruments – a world leader in the field of Infrared Reflectography cameras for 
use in the art conservation market. Its OSIRIS camera was developed in collaboration 
with the UK’s National Gallery, while the higher specification Apollo camera was 
designed in-house. 

Opus cameras are used for art conservation 

 

Source: Company 

Graticules Optics 

Based in Tonbridge, Kent, Graticules Optics is a proven designer and manufacturer of 
precision micropattern products. The business is unique in offering photolithographic 
products on glass, film and in metal foil, with additional capability in coatings, cementing, 
mounting and small optical assembly. Worldwide markets served include electron and light 
microscopy, military, metrology and spectroscopy. 

Graticules Optics offers photolithographic products on glass, film and in metal foil 

 

Source: Company 
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Synoptics 

Synoptics’ Cambridge, UK, site accommodates development, sales, marketing and 
manufacturing for Syngene, Synbiosis, Synoptics Health and Fistreem International 
products. Synoptics also has a US sales and service/support office based in Frederick, USA. 

▪ Syngene – develops and manufactures systems and software for automated gel-based 
DNA and protein fluorescence/chemiluminescence imaging and includes the global 
G:BOX and NuGenius brands. 

Syngene supplies gel documentation systems 

 

 

Source: Company 

▪ Synbiosis – provides automated and manual systems for microbiological testing in food, 
water, pharmaceutical and clinical applications. Its ProtoCOL 3 system is used in the 
major pharmaceutical companies for vaccine and antibiotic development and in 2020 
Synbiosis launched AutoCOL, the world’s first fully automated colony counter. 

Synbiosis develops automated colony counting products 

 

 

Source: Company 



 

15 January 2021 

 

 
14  SDI Group 

▪ Synoptics Health – manufactures and supplies ProReveal, a highly sensitive 
fluorescence-based patented protein detection test for checking the presence of 
residual protein on surgical instruments after a washer disinfector process. 

Synoptics Health manufactures and supplies ProReveal 

 

Source: Company 

▪ Fistreem International – designs and manufactures water purification products and 
vacuum ovens. Fistreem’s Cyclon Water Still and Gallenkamp vacuum ovens are 
recognised as leading brands. Originally based in Loughborough, the business relocated 
in 2020 to Synoptics’ facility in Cambridge, where its portfolio is now manufactured. 

Fistreem manufactures water purification products 

 

Source: Company 
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Sensors and Control – Businesses and product lines 

Applied Thermal Control and Thermal Exchange 

Applied Thermal Control (ATC) and Thermal Exchange (TE) were brought together in a new 
joint manufacturing site at Barrow upon Soar, Leicestershire, during 2020. The combined 
business designs, manufactures, and supplies a range of chillers, coolers and heat 
exchangers used within manufacturing, as well as for scientific and medical instruments. 

ATC and TE manufacture, supply and maintain heat exchangers, coolers and chillers 

 

Source: Company 

Astles Control Systems 

Based in Princes Risborough, Buckinghamshire, Astles Control Systems supplies chemical 
dosing and control systems to different industries, including manufacturers of beverage 
cans, engineering and motor components, white goods, architectural aluminium and steel. 
These systems use sensors from sister company Sentek. 

Astles Controls Systems supplies chemical dosing and control systems 

 

Source: Company 
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Chell Instruments 

Based in North Walsham, Norfolk, Chell Instruments specialises in the design, manufacture 
and calibration of pressure, vacuum and gas flow measurement instruments for a variety 
of sectors including aerospace, vehicle aerodynamics, gas and steam turbine testing and 
power generation. 

Chell provides calibration facilities for every measurement device it supplies 

 

Source: Company 

Monmouth Scientific   

Based in Bridgwater, Somerset, Monmouth Scientific designs, manufactures and supplies 
clean air solutions, specialising in filtration and ducted fume cupboard installations 
alongside laminar flow, Class II biological safety cabinets, and modular clean rooms. 

Monmouth manufactures and supplies Class II biological safety cabinets 

 

Source: Company 
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MPB Industries 

Based in East Peckham, Kent, MPB Industries designs and manufactures flowmeters, flow 
alarms, flow indicators, flow switches, calibration cylinders and sight glasses for the 
measurement of liquids and gases by well-known industrial and scientific users. MPB 
operates across a broad range of applications including water treatment, oil and gas 
production, medical anaesthesia, and scientific analysis. 

MPB Industries specialises in flowmeters and process control instrumentation 

 

Source: Company 

Sentek 

Based in Braintree, Essex and Auchtermuchty, Scotland, Sentek manufactures and markets 
off-the shelf and custom-made, reusable and single-use electrochemical sensors for use in 
laboratory analysis, food, beverage, pharmaceutical and personal care manufacturing, as 
well as the leisure industry. The business serves global markets and has long-term contracts 
to supply sensors to two major life science companies. 

Sentek manufactures electrochemical sensors for water based applications 

 

Source: Company 
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Recent developments at group businesses 

Atik Cameras – Digital Imaging 

Atik Cameras’ new larger production site in Lisbon became operational in the first quarter 
of 2020 and has allowed implementation of efficient, batch production. The facility is 
double the size of its previous manufacturing site, enabling social distancing measures to 
be put in place, allowing staff to continue safely producing cameras without interruption. 

Orders for cameras from Atik’s main OEM customer, a major US life science laboratory 
supplier, decreased from March 2020 during the pandemic. However, this decline has been 
offset by orders for low-light cameras from a major OEM manufacturer of real-time RT-PCR 
systems (DNA amplification), used to detect the SARS-COV-2 virus that causes COVID-19. 
Atik has worked with this OEM supplier for three years and has increased camera 
production for them by around 10-fold. Atik forecasts it will supply at this increased rate 
for 6-9 months, enabling its production to continue at full pace. 

Synoptics – Digital Imaging 

FY20 was a good year for orders of Synoptics’ Syngene DNA imaging systems in India, the 
US and Europe and it also sold three Synbiosis AutoCOL systems, enabling it to meet full-
year revenue targets before March 2020. The AutoCOL is a new, large fully automated 
system for colony counting. Two of these were shipped to a major contract research 
organization, to be used for vaccine research. Interest remains high in this new system, and 
Synoptics forecasts more orders when research laboratories are again fully operational. 

Fistreem’s technology was successfully transferred to the Synoptics manufacturing site and 
in 2020, began OEM production of its water purification systems for a major US life science 
supplier. Since Fistreem products include a number of associated consumables, its addition 
to Synoptics is providing a steady flow of orders under Fistreem and Gallenkamp brands, 
which is helping Synoptics increase sales and profitability. 

MPB Industries – Sensors and Control 

In FY20, SDI Group invested in MPB Industries, one of its newer companies, putting in place 
new material requirements planning (MRP) and IT systems, as well as purchasing glass-
washing automation and tooling technology. This enabled MPB to take on a major contract 
from medical devices company, Penlon, to supply 40,000 human anaesthetic variable area 
flowmeters for production of Rapidly Manufactured Ventilator Systems as part of the 
VentilatorChallengeUK consortium. 

The additional investment made into MPB has strengthened the business’s manufacturing 
position and MPB has received enquiries from other medical device companies about 
supplying tubes for ventilators, making their business more resilient and providing growth 
opportunities going into the next financial year. 
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Chell Instruments – Sensors and Control 

Chell Instruments had a successful financial period in FY20 following its acquisition and 
SDI’s Board believes it has integrated well into the group. One of the main highlights at 
Chell since its acquisition has been the design and delivery to an aggressive timeline of the 
nanoDaq-LT – the smallest and lightest pressure scanner currently on the market. Chell 
engineers redesigned the electronics and case, then manufactured and calibrated 30 units 
of the nanoDaq-LT within six weeks, for a major Formula One racing car manufacturer, with 
the pressure scanner performing well at subsequent Formula One testing sessions. 

Towards the end of FY20, orders from the aerospace and motorsports industries had begun 
to slow due to the COVID-19 pandemic and global lockdowns but work in Chell’s calibration 
laboratory began to increase. Chell saw this trend continue into the first quarter of FY21 as 
their calibration laboratory worked with more medical ventilator and oxygen sensor 
suppliers to test and calibrate their equipment. To date, this has provided sufficient 
workflow and revenues to compensate for order losses in other areas of the Chell business. 
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SDI Group company case studies 

Investment for growth – Atik Lisbon 

SDI Group is continually investing in improving its existing products, as well as developing 
new technologies and additional manufacturing capacity where required. Atik Lisbon is a 
good example of the long-term investment that SDI makes in group businesses. To keep 
pace with market requirements, Atik Cameras expanded its production facility in Lisbon, 
Portugal, in 2019. The new 720m2 site is 2.5 times larger than Atik’s previous site and 
houses additional production staff to ensure growing demand for the Opus, QSI and Atik 
cameras can be met. A solar array was installed in August 2020, which should provide 
enough energy to cover almost half of the facility’s power demand at its summer peak. 

New larger production site in Lisbon, Portugal operational in the first quarter of 2020 

 

Source: Company 

Atik Lisbon has been based in Santa Iria (near Lisbon) since its inception but, in 2019, there 
was an opportunity to move the business to Nations Park (a high-profile business park). 
After consulting the workforce, SDI agreed that the manufacturing facility would remain 
within its current vicinity. Previous site moves in 2013 and 2017 were also driven by the 
need for increased capacity because of growing production volumes, fuelled by the steady 
increase in demand from science-related OEMs. 

Company co-operation – Atik Cameras / Synoptics 

In recent years, Atik Cameras has seen significant growth in demand for cameras within the 
life sciences market but also continues to serve its astronomy customers. Its cameras are 
incorporated into the products of OEM customers, including Synoptics’ Syngene brand. 

The end product is a gel documentation system, which is widely used in molecular biology 
laboratories for the imaging and documentation of nucleic acid (DNA and RNA) and protein 
suspended within gels. The gel documentation system includes a light trans illuminator, a 
darkroom to shield external light sources, and a camera for image capturing. 
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Syngene gel documentation system incorporating an Atik camera 

 

Source: Company 

COVID-19 UK ventilator challenge – MPB Industries 

MPB Industries was contacted by long-term customer Penlon with a requirement for 
30,000 flowmeters to be incorporated into the Penlon medical ventilator. Due to the size 
of the order and complexity, a consortium called Ventilator Challenge UK was set up 
consisting of significant UK industrial, technology and engineering businesses from across 
aerospace, automotive and medical sectors, including Ford and McLaren. 

Penlon Emergency Ventilator using MPB flowmeters at the NHS Nightingale Hospitals 

 

Source: Company 

For MPB, as a niche business, rapidly scaling production capacity was an issue. With the 
help of consortium members and support from its engineers and suppliers, the MPB team 
worked around the clock six days a week, for 15 weeks, to increase output from a standard 
order to Penlon of 20 units per day, to 500 units per day. This was a major achievement for 
MPB and its staff in support of a national effort to address the COVID-19 challenge. 
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Pressure scanning in Formula 1 – Chell Instruments 

Chell Instruments was approached by various Formula 1 teams 20 years ago to design a 
system that could be used on the car to validate wind tunnel results in the real world – on 
a track, through corners and following other cars. The original product was the size of a 
small shoe box and was difficult to locate within a Formula 1 car, making its integration 
non-trivial. Chell has continued development to reduce the product’s size, interface into 
the car’s data acquisition system, and to significantly increase features and performance. 

Developed in 2018, the nanoDaq-LT range is a complete Chell solution 

 

Source: Company 

In 2018, Chell developed the nanoDaq-LT range which reduced the product to the size of a 
match box and also had the advantage of being a complete Chell solution – no other sensing 
components were required. Since the original product was developed, the Formula 1 
testing regime has also changed. Wind tunnel time and test sessions have become strictly 
limited in an effort to reduce costs. The end result is that teams need more instrumentation 
to get more information from each test conducted. Chell’s latest products, the nanoDaq-
LT range, fit this application well due to package size, accuracy and range of features. 

  



 

15 January 2021 

 

 
23  SDI Group 

Financial performance 

SDI Group has achieved significant, steady growth since FY2015, with group revenues 
growing from £7.0m to £24.5m in FY20, as shown in the charts below. Earnings and cash 
generated from operations have also both increased substantially over the six-year period, 
following a similar growth profile to revenues. H1 21 saw the strong pace of growth 
maintained, with revenues for the half-year almost matching FY18, while H1 21 profit and 
cash flow generation were more impressive, with net income for the half-year higher than 
in FY19 and cash from operations for half-year less than 10% below that in FY20, although 
this was partly inflated by advance customer payments at Atik Cameras. 

SDI Group revenue growth FY15 to H1 21 

  

Source: Company data, Progressive Equity Research. 

 

SDI Group profit and cash flow growth FY15 to H1 21 

  

Source: Company data, Progressive Equity Research. 

Adjusted earnings measures 

SDI Group reports Adjusted Operating Profit, Adjusted Profit Before Tax, and Adjusted 
Diluted EPS in addition to measures of profitability defined by IFRS. These adjusted 
measures exclude specific items that can hinder comparison of underlying profitability. The 
adjusting items are either recurring but non-cash charges (share-based payments and 
amortisation of acquired intangible assets) or exceptional items (reorganisation costs and 
acquisition and fundraising costs). Our forecasts are stated on the same basis. 
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H1 21 results 

Despite the slowdown resulting from the coronavirus pandemic, SDI Group reported 
significantly higher revenue and profit for the six months to 31 October 2020 compared 
with H1 FY20. While trading conditions remained challenging for most group businesses, 
Atik Cameras and MPB Industries were awarded large one-off contracts to supply 
equipment involved in COVID-19 testing or treatment. The boost from these contracts led 
to the group trading broadly in line with market forecasts set prior to the pandemic. 

H1 21 revenues increased 23% to £14.1m, including 7.7% organic growth, with Digital 
Imaging revenues rising 23% to £6.9m and Sensors & Control revenues growing 24% to 
£7.2m. As well as the COVID-19 related one-off contracts boosting Atik and MPB, Synoptics 
performed well, with its Synbiosis division having a record month for turnover in October 
2020. Recently acquired Chell Instruments contributed £1.8m revenues for the half-year. 

Profitability improved in the half-year, driven by revenue growth and the group actively 
reducing overheads, primarily salary costs, with 19% of the workforce furloughed during 
the period. H1 21 adjusted operating profit increased 52% to £3.2m, representing a 22.6% 
margin compared to 18.4% in H1 20. Digital Imaging profitability saw a dramatic 
improvement, with the margin rising to 29.9% from 21.5% in the comparative period, while 
Sensors & Control saw a decline in adjusted operating margin to 21.8% from 23.4%. 
Adjusted diluted EPS rose 45% year-on-year to 2.47p. 

FY20 performance 

In the financial year ended 30 April 2020, SDI Group achieved record revenues and pre-tax 
profits, also completing one of its largest acquisitions to date and dealing with the 
disruption of the COVID-19 pandemic in the final two months of the financial year. Despite 
the slowdown in orders from March 2020, SDI closed FY20 with profits in line with market 
expectations and cash flow remained strong. 

FY20 full-year revenues of £24.5m were 41% higher than in FY19 and adjusted profit before 
tax at £4.3m was up 45% from FY19. Reported profit before tax increased by 56% year-on-
year to £3.3m. Underlying this performance was 3.7% organic sales growth from the 
businesses already in the group’s portfolio at the start of the financial year, demonstrating 
continued commercial demand for the niche technologies and expert services SDI provides. 
The newly acquired Chell Instruments business made a part-year £2.0m contribution to 
revenues, in line with the Board’s expectations, and there was a £4.3m contribution from 
the full-year effect of acquisitions completed in the prior year. 

Basic earnings per share increased by 27% to 2.66p; fully diluted earnings per share 
improved by 25% to 2.56p. Despite the slowdown towards the end of the financial year, 
Chell contributed positively to earnings. 

Digital Imaging 

SDI’s eight digital imaging brands delivered £11.1m revenue and a 22% operating margin 
in FY20. The 22.6 increase in revenue came from organic growth and full-year contributions 
from Fistreem and Graticules Optics. Synoptics had an outstanding year, achieving the 
highest profit the business has reported in eight years. 
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Atik Cameras, the largest SDI Group business, achieved profits in line with budget in FY20. 
Demand for Atik companies’ products was robust across all global markets until March 
2020, when orders began to slow due to the spread of the COVID-19 pandemic and the 
associated implementation of lockdowns, resulting in a decline in orders from Atik’s main 
US-based OEM customer. However, this reduction was offset by an increase in orders from 
another OEM to supply cameras for a system used in COVID-19 detection. 

Sensors and Control 

Revenue across SDI Group’s six sensors and control brands grew by 68% to £13.4m in FY20. 
This growth benefited from the full-year contribution of MPB Industries and Thermal 
Exchange and part-year revenues from Chell Instruments, as well as organic growth of 
existing companies within the division. Adjusted operating profit for the segment increased 
by 40% to £3.0m, or 23% of sales. 

Cash Flow and Working Capital 

During FY20, the group generated cash from operations of £5.2m, compared with £3.6m in 
FY19. Working capital increased in the year, but there were strong reductions in April as 
the COVID-19-related slowdown took effect. Taxes paid increased from £319k to £786k, 
partly due to group businesses moving to HMRC’s quarterly instalment payment regime. 

FY20 fixed asset investment increased to £919k from £419k in FY19, with the notable 
investment in the new Atik factory in Portugal and a new facility housing the combined 
Applied Thermal Control and Thermal Exchange entities in Leicestershire. 

Capitalised R&D expense for FY20 of £536k was at a similar level to FY19 and broadly equal 
to amortisation. The group’s biggest investment was the acquisition of Chell Instruments 
for £5.2m on a cash-free basis, which compares with the £6.5m investment in FY19 across 
four smaller acquisitions. 

Funding 

SDI Group’s investing activities in FY20 were financed by a combination of internal cash 
flow, increased use of its revolving credit facility, and by the addition of a £4.8m amortising 
term loan in November 2019, taken out in conjunction with the Chell Instruments 
acquisition. 

In March and April 2020, due to the developing COVID-19 pandemic, the group took steps 
to secure its liquidity position by drawing down almost all of the available borrowing 
capacity under its revolving debt facility, and by deferring a £342k repayment due in April 
2020 under its term loan. Along with the release of working capital resulting from the sales 
slowdown, these actions led to the build-up of a significant cash balance at end-FY20, which 
was in excess of the group’s needs. 

SDI Group closed FY20 with a cash balance of £5.3m, and net debt (including £3.0m of lease 
debt under IFRS 16) of £7.1m, which compares with end-FY19 net debt of £1.7m. No 
deferred or contingent consideration was outstanding for any of the group’s acquisitions 
at end FY20. 

The £3.5m net cash payment for the Monmouth Scientific acquisition in December 2020 
was funded by SDI Group’s existing £5.0m revolving debt facility and, together with the 
group’s free cash flow generation, this facility is also expected to be sufficient to fund the 
estimated £2.1m earnout element of the consideration, to be paid in April or May 2021.  
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Forecasts 

The following table shows our revenue and adjusted operating profit forecasts for SDI 
Group’s two business segments, Digital Imaging and Sensors & Control. As well as the 
disruption caused in the final two months of FY20 (discussed earlier), the dynamics of both 
segments in the current financial year, FY21, have been significantly affected, both 
positively and negatively, by the spread of the COVID-19 pandemic and accompanying 
lockdowns. Importantly, we note that, despite the challenges presented by the pandemic, 
SDI Group is expected to maintain revenue growth in FY21 and FY22, benefiting from the 
acquisitions of Chell Instruments and Monmouth Scientific. 

SEGMENTAL FORECASTS 

Year to 30 April, £m 2018 2019 2020 2021E 2022E 2023E 
Revenues       
Digital Imaging 7.6 9.4 11.1 14.7 11.6 12.4 
Sensors & Control 6.8 8.0 13.4 17.9 23.7 25.3 
Group 14.5 17.4 24.5 32.6 35.3 37.7 

       
Revenue growth       
Digital Imaging N/A 23.4% 17.1% 32.9% -21.0% 7.0% 
Sensors & Control N/A 16.7% 68.2% 32.9% 32.4% 7.0% 
Group 34.9% 20.2% 40.6% 32.9% 8.3% 7.0% 

       
Adjusted operating profit       
Digital Imaging 1.0 2.0 2.4 3.4 2.6 2.7 
Sensors & Control 2.0 2.2 3.0 3.8 4.7 5.1 
Central costs (0.7) (1.0) (0.8) (0.9) (1.1) (1.1) 
Group 2.3 3.1 4.6 6.3 6.2 6.7 

       
Adjusted operating margin       
Digital Imaging 13.6% 20.7% 21.6% 23.0% 22.0% 22.0% 
Sensors & Control 29.3% 27.1% 22.5% 21.5% 20.0% 20.0% 
Group 16.2% 17.8% 18.8% 19.3% 17.6% 17.8% 

 

Source: Company data, Progressive Equity Research. 

Revenues 

Demand for two of the group’s product lines has increased in FY21, very significantly in one 
case, due to one-off contracts for cameras for PCR DNA amplifiers and flowmeters for 
respirators, used for coronavirus testing and treatment respectively. We forecast that 
additional revenues from these contracts will outweigh the materially reduced demand 
experienced across most other product lines in FY21, which has been due to market 
disruption resulting from the pandemic. 

Excluding the contribution of one-off COVID-19 related contracts, we forecast an 
underlying £4.4m or 16% decline in FY21 group revenues. However, this is more than offset 
by a forecast £6.0m of revenues from the one-off sales contracts for Atik Cameras and MPB 
Industries, which translates into positive organic growth of c 6% on a pro-forma basis at 
group level in FY21. The full-year effect of the Chell Instruments acquisition in November 
2019 is expected to boost FY21 revenues by more than £2.0m, and the five-month part-
year contribution of Monmouth Scientific is anticipated to add around £3.5m. 
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Taking organic growth and acquisitions into account, we forecast a 33% increase in group 
revenues to £32.6m in FY21. Growth is forecast to be at a similar level for both business 
segments, with Digital Imaging revenues benefiting from the substantial one-off sales 
contract for Atik Cameras, and Sensors & Control revenues being boosted by the Chell and 
Monmouth acquisitions, and also helped by MPB Industries’ one-off sales contract. 

We expect a strong rebound in underlying demand that will drive a £5.7m or 25% rise in 
underlying revenues in FY22. However, we expect this growth to be offset by FY21’s one-
off contracts totalling £6.0m not being repeated in FY22. While this translates into a 
modest 0.9% organic decline in revenues, we forecast a positive £3.0m full-year effect from 
the Monmouth Scientific acquisition, raising our group revenue forecast to £35.3m. This 
forecast takes into account the surge in demand for Monmouth’s biological safety cabinets 
for coronavirus testing in FY21 not being repeated in FY22. We anticipate a normalisation 
of business activity levels in FY23, and we forecast a high single-digit (7%) organic growth 
rate across the group businesses. 

Profitability 

We expect that underlying operating margins for the two segments will remain broadly 
stable in FY21, with positive effects from the one-off contracts, due-to additional fixed 
costs not being incurred, offsetting any negative effects from lower sales of other group 
products. We assume a 20% operating margin for Monmouth Scientific. We note that, 
while following all government guidelines over COVID-19 lockdowns, to date, SDI Group 
has been able to keep all its factories open, with staff working from home where possible. 

We forecast an increase in the Digital Imaging operating margin to 23% in FY21, while we 
expect the Sensors & Control margin to decline slightly to 21.5%. In FY22, we forecast the 
Digital Imaging margin will return to 22% and the Sensors & Control margin will decline 
modestly to 20.0%, reflecting a cautious 15% margin forecast for Monmouth Scientific as 
its sales revert to a more normalised level, with both segment margins remaining stable in 
FY23. We expect head office costs will rise to £0.9m in FY21 and £1.1m for FY22 to FY23, 
resulting in a modest uplift to the group operating margin in FY21 followed by a dip in FY22, 
but broadly remaining stable at c 18% for FY22 and FY23. 

Revenue and EBIT margin forecasts FY21E to FY23E 

 

Source: Company data, Progressive Equity Research. 
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Income statement, balance sheet and cash flow 

Free cash flow and net debt forecasts FY21E to FY23E 

 

Source: Company data, Progressive Equity Research. 

The following tables show summaries of our income statement, balance sheet and cash 
flow forecasts. The main point to highlight is the expected continuing strong cash 
generation, which we forecast will paydown debt in full during FY23, in the absence of 
further acquisitions being made. At this stage, we do not forecast the introduction of a 
dividend payment, but we would expect this to be a serious consideration if cash 
generation outpaces the rate of investment in attractive acquisition targets. 

SUMMARY INCOME STATEMENT FORECASTS 

Year to 30 April, £m 2018 2019 2020 2021E 2022E 2023E 
Revenues 14.5 17.4 24.5 32.6 35.3 37.7 
       
Adjusted EBIT 2.3 3.1 4.6 6.3 6.2 6.7 
Dep’n & Amort’n (0.8) (0.9) (1.4) (1.5) (1.6) (1.8) 
Adjusted EBITDA 3.2 4.0 6.0 7.7 7.8 8.5 
Adjusted EBITDA Margin 21.8% 22.8% 24.6% 23.8% 22.2% 22.6% 
       
Restructuring costs (0.2) (0.4) (0.2) (0.4) 0.0 0.0 
Other non-operating items (0.3) (0.5) (0.9) (1.5) (1.3) (1.4) 
Net financing expenses (0.1) (0.1) (0.3) (0.5) (0.3) 0.0 
Profit before tax 1.7 2.1 3.3 4.0 4.6 5.4 
Tax  (0.1) (0.2) (0.7) (0.7) (0.8) (0.9) 
Tax rate (%) 5.7% 9.9% 20.4% 17.0% 17.0% 17.0% 
Net income 1.6 1.9 2.6 3.3 3.9 4.5 
       
Adjusted Profit before tax 2.3 3.0 4.3 5.8 5.9 6.8 
Adjusted Net Income 2.1 2.6 3.5 4.8 4.9 5.6 
       
Per share data       
Fully diluted, avg shares (m) 90.1 93.3 101.2 101.8 102.6 103.4 
Diluted EPS (p) 1.8 2.0 2.6 3.2 3.8 4.3 
Adj. Dil. EPS pre-excep. (p) 2.3 2.8 3.4 4.8 4.8 5.4 
Dividend (p) 0.0 0.0 0.0 0.0 0.0 0.0 

 

Source: Company data, Progressive Equity Research. 
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SUMMARY BALANCE SHEET FORECASTS 

Year end 30 April, £m 2018 2019 2020 2021E 2022E 2023E 
Intangible fixed assets 10.7 17.2 21.7 25.3 24.3 23.4 
Tangible fixed assets 0.4 0.8 3.9 3.6 3.7 3.6 
Other fixed assets 0.0 0.2 0.2 0.2 0.2 0.2 
Total Fixed Assets 11.2 18.1 25.8 29.1 28.2 27.2 
       
Inventories 2.1 2.6 3.7 4.9 4.9 5.3 
Trade debtors 1.9 3.0 3.0 4.6 4.9 5.3 
Other debtors 0.3 0.4 0.6 0.6 0.6 0.6 
Cash & equivalents 2.0 2.5 5.3 3.3 4.2 5.6 
Total Current Assets 6.3 8.4 12.6 13.4 14.7 16.8 
       
TOTAL ASSETS 17.5 26.6 38.4 42.5 42.9 43.9 
       
Bank loans and overdrafts (0.0) (0.1) (1.4) (1.4) (1.4) (1.4) 
Lease liabilities 0.0 0.0 (0.5) (0.5) (0.5) (0.5) 
Trade creditors (1.0) (1.6) (1.4) (2.2) (2.0) (2.2) 
Other current liabilities (1.6) (2.3) (2.5) (2.2) (2.1) (2.1) 
Total Current Liabilities (2.6) (4.0) (5.9) (6.3) (6.1) (6.2) 
       
Bank borrowings  (1.4) (4.0) (8.0) (8.0) (4.0) 0.0 
Lease liabilities 0.0 0.0 (2.4) (2.1) (2.4) (2.3) 
Other non-current liabilities (1.0) (1.4) (2.1) (2.1) (2.1) (2.1) 
Total Non-current Liabilities (2.4) (5.5) (12.5) (12.2) (8.5) (4.4) 
       
TOTAL LIABILITIES (5.0) (9.5) (18.4) (18.5) (14.6) (10.7) 
       
NET ASSETS 12.6 17.1 20.1 24.0 28.3 33.3 

 

Source: Company data, Progressive Equity Research. 

 

SUMMARY CASH FLOW FORECASTS 

Year to 30 April, £m 2018 2019 2020 2021E 2022E 2023E 
EBIT 1.8 2.2 3.5 4.4 4.9 5.3 
Dep’n & amort’n 1.1 1.2 2.0 2.5 2.5 2.7 
E’ee share-based payments 0.1 0.1 0.3 0.4 0.4 0.5 
Inventories (increase) (0.1) 0.1 (0.5) (0.7) (0.1) (0.3) 
Debtors (increase) (0.1) (0.4) 0.7 (1.0) (0.4) (0.3) 
Creditors (decrease) 0.2 0.4 (0.9) 0.6 (0.1) 0.2 
Change in provisions (0.0) (0.0) 0.1 0.0 0.0 0.0 
Operating Cash Flow 2.8 3.6 5.2 6.3 7.3 8.0 
       
Net interest (0.1) (0.1) (0.3) (0.4) (0.2) 0.1 
Taxation (0.2) (0.3) (0.8) (0.8) (0.9) (1.0) 
Capital expendture (0.8) (1.0) (1.1) (1.0) (0.7) (1.2) 
Trading Cash Flow 1.8 2.2 3.0 4.0 5.4 5.9 
       
Acquisitions of businesses (2.5) (6.8) (5.2) (5.8) 0.0 0.0 
Shares issued 0.2 2.4 0.1 0.3 0.0 0.0 
Currency effects 0.0 (0.0) 0.0 0.0 0.0 0.0 
Non-cash debt movements 0.0 (0.1) (3.3) (0.2) (0.8) (0.4) 
Net debt change (0.6) (2.2) (5.4) (1.7) 4.6 5.5 
NET (DEBT) / CASH 0.6 (1.6) (7.0) (8.7) (4.1) 1.4 
       
Net debt change ex-leases   (2.5) (2.0) 4.9 5.4 
Net (debt)/cash ex-leases   (4.0) (6.0) (1.1) 4.2 

 

Source: Company data, Progressive Equity Research. 
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Valuation 

Based on our forecasts, as at 11 January 2021, SDI Group is trading on EV/EBITDA multiples 
of 15.9x for FY21 and 15.7x FY22, declining to 14.4x for FY23, when we forecast EBITDA 
growth returning to a more normalised rate of c 9%. A similar picture is shown by SDI 
Group’s P/E multiples of 26.3x for FY21 and 26.0x FY22, declining to 25.0x in FY23, when 
we forecast EPS growth of 12.9%. We note that SDI Group has a track record of making 
earnings accretive acquisitions, with 11 acquisitions completed in the last seven years, 
which significantly boosted underlying earnings growth. SDI Group reported a 21% 
adjusted EPS growth in FY20, while it achieved an adjusted EPS compound annual growth 
rate (CAGR) of 30% from FY17 to FY20. 

Peer group comparison 

There is not a wide peer group of UK-listed companies that are directly comparable to SDI 
Group. We consider Judges Scientific to be the most relevant company for comparison, 
given its similar and proven buy and build strategy. We also view Halma as a relevant, 
although much larger, comparator, due to it having successfully pursued a buy and build 
strategy over many years. 

The table below shows a comparison of SDI Group’s valuation multiples with a range of 
companies selected from the Electronic and Electrical Equipment and Healthcare 
Equipment & Services sectors, based on calendarised consensus forecasts and closing 
market prices as at 8 January 2021 (latest available data). Investors should consider the 
comparability of the companies when reviewing this table. 

PEER GROUP COMPARISON – CALENDAR YEAR BASIS, AS AT 8 JANUARY 2021 

 Mkt Cap EV/EBITDA EV/Sales P/E EPS growth 

 £m CY20E CY21E CY20E CY21E CY20E CY21E 1-yr 

Electronic and Electrical Equipment 

SDI Group 127.4 19.0 17.8 4.4 3.8 31.0 28.1 10.3%* 

Judges Scientific 406.9 28.7 24.3 5.4 5.0 41.2 34.0 21.3% 

Halma 9,916.3 32.1 29.9 7.8 7.4 47.9 44.3 8.3% 

Spectris 3,595.5 15.9 14.0 2.7 2.6 30.2 23.7 27.5% 

Oxford Instruments 1,145.8 18.8 17.8 3.5 3.5 32.3 30.6 5.8% 

Strix Group 462.2 13.3 12.0 5.4 4.3 16.0 15.0 6.7% 

Volex 488.7 14.4 11.6 1.5 1.4 20.7 17.3 19.5% 

Sector peer average 2,306.1 20.3 18.2 4.4 4.0 31.3 27.6 14.2% 

Sector avg ex Halma 1,037.7 18.4 16.3 3.8 3.4 28.6 24.8 15.2% 

Healthcare Equipment & Services 

Craneware 587.5 29.5 29.0 10.2 9.8 45.9 45.6 0.6% 

Adv. Med. Sol’ns Group 512.6 25.8 14.9 5.2 4.1 47.1 25.4 85.6% 

Tristel 258.2 24.8 22.3 7.7 6.7 43.4 39.2 10.8% 

Inspiration H’care Group 56.4 12.0 10.1 1.5 1.3 17.2 17.6 -2.2% 

Sector peer average 452.8 26.7 22.1 7.7 6.9 45.5 36.7 32.3% 

Peer group average 1,750.1 22.2 19.4 5.4 4.8 35.6 30.3 19.6% 

Peer avg ex-Halma 842.8 21.1 18.2 5.1 4.6 34.2 28.8 20.9% 
 

Source: Refinitiv, Progressive Equity Research. Note: *Represents calendarised EPS growth from 
CY20 to CY21; consensus forecast EPS growth from FY20 to FY21 is 31.2%. CY22 consensus estimates 
not consistently available across peer group. 
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The peer group comparison table shows that SDI Group is trading at a significant discount 
to its closest comparator Judges Scientific across all the selected valuation multiples 
(discounts ranging from 17% to 34%), while Judges Scientific trades at a discount to Halma 
across all the multiples shown. 

Relative to the broader peer group, SDI Group is trading at a discount to or in line with the 
Electronic and Electrical Equipment sector peer averages, and at a clear discount to the 
Healthcare Equipment & Services sector peer averages, based on EV/EBITDA multiples, 
EV/Sales multiples and P/E multiples for CY20 and CY21. 

Investors should bear in mind that acquisitions have constituted a significant part of SDI 
Group’s growth strategy for a number of years, and inorganic growth is not reflected in 
consensus forecasts beyond the effect of the full-year contribution of Monmouth Scientific 
in FY22. SDI Group’s lower-than-average consensus earnings growth forecast also reflects 
the group’s two significant COVID-19 related contracts ending in FY21, which contribute to 
very strong expected earnings growth in that year, while the stronger earnings growth of 
some of the peers may simply reflect a rebound from a weak performance in 2020. 
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Board of directors 

SDI Group’s board consists of three executive directors (part-time chairman, CEO and CFO) 
and two independent non-executive directors, which provides an appropriate balance for 
a business of its size. The working backgrounds and professional experience of the non-
executive directors enables them to provide a solid foundation for good corporate 
governance for the group, while their independence from management should prevent any 
individual or group from dominating the board’s decision-making process. 

Ken Ford – Chairman 

Ken Ford joined SDI Group’s board in 2010 and became chairman in 2012. He is a Fellow of 
the Chartered Securities Institute and was previously chief executive of investment bank 
Teather & Greenwood. Ford has over 36 years of City experience, and possesses a strong 
understanding of shareholder value, strategic planning, and corporate transactions. He 
previously held roles at Aberdeen Asset Management, Morgan Grenfell and Wedd 
Durlacher, and is currently Chairman of AIM-listed Gear4music. 

Mike Creedon – Chief Executive Officer 

Mike Creedon joined the board in 2010 as Finance Director, and was appointed CEO in 
2012, also maintaining the role of Finance Director until July 2018. He is a Chartered 
Certified Accountant with an MBA from Henley Management College and has considerable 
experience of working within quoted companies and technology businesses, including 
fundraising, mergers and acquisitions. Creedon has recent prior experience of AIM-listed 
technology companies, and his previous Finance Director posts include Ninth Floor plc and 
Ideal Shopping Direct plc. 

Jon Abell – Chief Financial Officer 

Jon Abell joined the board in July 2018 and has over 35 years of business experience. 
Previously, he was Divisional VP of Finance, Electronic Instruments Group at Ametek, Inc. 
with responsibility for performance management, M&A, business controls and accounting 
for several scientific and industrial instrument businesses. Having started his career with 
industrial companies in the UK and in Italy, Abell obtained an MBA at Columbia Business 
School in New York, then went on to senior financial management roles in Germany, the 
Netherlands, USA and UK, including at Philips Electronics and Broadcom Inc. 

Isabel Napper – Non-Executive Director 

Isabel Napper joined the board in February 2017 and is currently chair of the Remuneration 
& Nomination Committee. She has extensive business development and marketing skills, 
gained from more than 25 years’ advising clients in the technology and healthcare/life 
science areas, both public and private sector, leading on business development and 
managing regulatory issues, governance risk and strategic change. Napper was previously 
a Partner at law firm Mills & Reeve, where she acted as legal adviser and company secretary 
to a number of boards, and she is currently a non-executive director at Tristel plc and at 
Keystone Law Group plc. 
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David Tilston – Non-Executive Director 

David Tilston joined the board in July 2017 and is currently chair of the Audit Committee. 
He is a Fellow of the Institute of Chartered Accountants in England and Wales and has over 
30 years’ finance experience gained in public companies, as well as 8 years’ experience as 
Audit Committee chairman at two companies. Most recently, Tilston held the role of 
Interim Group CFO of Northgate plc, and before that Interim Group CFO at Consort Medical 
plc. Previously, he held senior finance roles at Innovia Group, Mouchel Group Limited, 
Findel plc, SABMiller plc and SThree plc. 

Major shareholders 

Substantial shareholdings (>3%) as at 17 December 2020 

 

Source: Company data, Progressive Equity Research. 

As shown in the chart above, a number of institutional shareholders have substantial stakes 
in SDI Group, but the majority of the investor base is made up of wealth managers and 
retail investors. 

As at 17 December 2020, SDI Group directors held a total of 1.95m shares, representing 
2.0% of the issued share capital. No shares are held in treasury. 

  

Berenberg Wealth 9.85%

British Growth Fund 8.94%

Herald Invt Mgmt 8.34%

LF Tellworth 5.15%

Octopus Investments 3.79%

Hargreaves Lansdown 3.70%

Killik stockbrokers 3.53%

Charles Stanley 3.19%

Other 53.51%
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Risks and uncertainties 

The Board has considered mechanisms by which the business and the financial risks facing 
the group are managed and reported to the board. The principal business and financial 
risks have been identified and control procedures implemented. The following represent 
what the Board believes to be the principal risks and uncertainties of the business. 

Competition and technological obsolescence 

Competition from direct competitors or third-party technologies could affect market share 
and pricing. In order to mitigate this risk, the group invests in researching its markets and 
develops new products in response to changing customer preferences. In addition, the 
group invests in research and development to maintain its competitive advantage. 

Dependence on key distributors and OEM customers 

Failure to effectively manage product distributors could damage customer confidence and 
adversely affect revenues and profits. In order to mitigate this risk, the group maintains 
close relationships with distributors and OEM customers, including at group level. 

Acquisitions 

Acquisitions are a key element of group strategy, and failure to identify and execute 
acquisition opportunities would impact future growth. The group spends significant time 
and energy identifying acquisition opportunities and receives ideas from various sources 
as well as through the group’s own businesses and management. These are carefully 
filtered, and the most attractive ones are managed to a possible successful conclusion. 

An additional important risk is that an acquisition does not provide the expected financial 
return. The group’s disciplined due diligence process helps to avoid this, but the group is 
also able to marshal resources in support of an acquired entity’s management team to help 
them improve performance as necessary. 

Currency translation 

Results for the group’s overseas businesses are translated into sterling at average exchange 
rates for the year, with balance sheets translated at year-end exchange rates. Exchange 
gains or losses from these translations are recorded in other comprehensive income. 

The group’s UK and overseas businesses purchase goods and services, and sell some 
products, in non-functional currencies. Where possible, the group nets such exposures or 
keeps them to a minimum. The group’s principal exposures are to the US Dollar and Euro, 
and in both currencies, more is sold than purchased and there is a higher level of debtors 
than creditors. This typically means a devaluation of the pound results in exchange gains 
and an improvement in competitiveness, whereas a revaluation has the opposite effect. 

Currency exposure is not actively hedged, but the group has some activity in Europe and 
USA, which acts a partial natural hedge. Euro and US Dollar cash balances are kept to a 
minimum, and recent loans have been taken out under the revolving credit facility in Euros 
and US Dollars, to reduce the net exposure. If the pound revalues, all opportunities will be 
reviewed to realign costs to the changed circumstances. 
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Recruitment and staffing 

If the group fails to recruit and retain individuals with the appropriate skills and experience, 
its performance may suffer. To retain the highest calibre staff, the group has implemented 
financial and non-financial schemes designed to retain key individuals, including bonuses 
and share option schemes. In the COVID-19 pandemic, the group has sought to maintain 
all staff on the payroll, using the UK government furlough scheme where appropriate. 

Liquidity 

Liquidity risk is that the group might be unable to meet its obligations and arises from trade 
and other payables. The group manages liquidity risk by maintaining adequate reserves 
and banking facilities and by continuously monitoring forecasts and actual cash flows. 

Going Concern 

The Board has reviewed forecasts for the period to 30 April 2022, with sales projections 
taking into account various outcomes for Brexit and the COVID-19 pandemic, including cash 
requirements when sales recover and possible worsening of customer payment times and 
inventory turns, as well as for new products coming on stream. The group meets its cash 
flow and borrowing requirements through bank loans and the Board’s forecasts indicate 
that the group will continue to trade within its existing facilities with scope to further 
manage its cost base if necessary. The Board considers that the group will have adequate 
cash resources within its existing facilities to continue to trade for the foreseeable future. 

Brexit 

The group manufactures its products in the UK and in Portugal, and sells worldwide. The 
exit of the UK from the European Union, which took effect from the start of 2021, may 
cause some disruption to goods movements, as well as increasing barriers to trade 
between the UK and the EU, and may impact the investment plans of some of the group’s 
customers. There are likely also to be macroeconomic developments impacting exchange 
rates, interest rates, GDP growth and government spending levels. 

The group has operating flexibility to mitigate some potential effects but is exposed to 
economic downturns within the markets in which it operates. The group has taken steps to 
minimise disruption and has cooperated with customers to ensure supply chain continuity. 
The group continues to monitor developments in the UK’s trading relationship with the EU. 

COVID-19   

The COVID-19 pandemic has impacted the group’s revenues and operations and may have 
further implications in current and future financial years. Further waves of the pandemic 
may occur, with the risk that the group’s OEM customers and distributors close down 
production and sales activities; that lower economic activity reduces demand for products 
and services; that supply chains are interrupted; that its own factories and offices are 
required to close; or that its own key personnel are affected. Additional costs may be 
incurred to mitigate these risks; acquisitions may be more difficult to consummate, where 
sellers struggle to accept pricing which reflects any reduction in sales and profits. 

The group has followed all government guidelines but has been able to keep all its factories 
open, with staff working from home where possible, and has continued to be profitable 
and to generate cash. The group remains alert to continuing risks.  
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Financial Summary: SDI Group 

Year end: April (£m unless shown)      
      
PROFIT & LOSS 2019 2020 2021E 2022E 2023E 
Revenue 17.4  24.5  32.6  35.3  37.7  
Adj EBITDA 4.0  6.0  7.7  7.8  8.5  
Adj EBIT 3.1  4.6  6.3  6.2  6.7  
Reported PBT 2.1  3.3  4.0  4.6  5.4  
Fully Adj PBT 3.0  4.3  5.8  5.9  6.8  
NOPAT 3.6  5.8  5.3  5.2  5.6  
Reported EPS (p) 2.0  2.6  3.2  3.8  4.3  
Fully Adj EPS (p) 2.8  3.4  4.8  4.81  5.43  
Dividend per share (p) 0.0  0.0  0.0  0.0  0.0  

      
CASH FLOW & BALANCE SHEET 2019 2020 2021E 2022E 2023E 
Operating cash flow 3.6  5.2  6.3  7.3  8.0  
Free Cash flow 2.2  3.0  4.0  5.4  5.9  
FCF per share (p) 2.4  3.1  4.1  5.5  6.0  
Acquisitions (6.8) (5.2) (5.8) 0.0  0.0  
Disposals 0.0  0.0  0.0  0.0  0.0  
Shares issued 2.4  0.1  0.3  0.0  0.0  
Net cash flow (2.2) (5.4) (1.1) 4.6  5.5  
Overdrafts / borrowings (4.1) (9.3) (9.3) (5.3) (1.3) 
Cash & equivalents 2.5  5.3  3.3  4.2  5.6  
Net (Debt)/Cash (1.6) (4.0) (6.0) (1.1) 4.2  

      
NAV AND RETURNS 2019 2020 2021E 2022E 2023E 
Net asset value 17.1  20.1  24.0  28.3  33.3  
NAV/share (p) 17.6  20.6  24.5  28.8  33.9  
Net Tangible Asset Value 0.8  3.9  3.6  3.7  3.6  
NTAV/share (p) 0.8  4.0  3.7  3.8  3.6  
Average equity 14.8  18.6  22.0  26.2  30.8  
Post-tax ROE (%) 20.4% 23.4% 26.5% 22.7% 22.0% 

      
METRICS 2019 2020 2021E 2022E 2023E 
Revenue growth  40.6% 32.9% 8.3% 7.0% 
Adj EBITDA growth  51.5% 28.7% 1.0% 9.2% 
Adj EBIT growth  48.4% 36.7% (1.2%) 8.2% 
Adj PBT growth  43.7% 34.2% 1.9% 13.8% 
Adj EPS growth  21.2% 38.6% 1.1% 12.9% 
Dividend growth  N/A N/A N/A N/A 
Adj EBIT margins  18.8% 19.3% 17.6% 17.8% 

      
VALUATION 2019 2020 2021E 2022E 2023E 
EV/Sales (x) 7.1 5.0 3.8 3.5 3.3 
EV/EBITDA (x) 30.9 20.4 15.9 15.7 14.4 
EV/NOPAT (x) 34.1 21.1 23.3 23.5 21.8 
PER (x) 44.1 36.4 26.3 26.0 23.0 
Dividend yield N/A N/A N/A N/A N/A 
FCF yield 1.9% 2.5% 3.3% 4.4% 4.8% 

 

Source: Company information and Progressive Equity Research estimates 
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To arrange a meeting with the management team, or for further information about Progressive, please contact: 
Emily Ritchie 
+44 (0) 20 7781 5311 
eritchie@progressive-research.com 
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